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\ATHE RAILROADS 


What's Their Situation? 


Our vast industrial development owes a very great deal 
to our transportation network. 

Such a network is like an arterial system, carrying the 
lifeblood of the nation to all its parts. 

Over a long period the railroads were the undisputed 
leaders of our transportation empire. More recently, this 
situation is being drastically altered. 

On the ground, a far-flung highway construction program 
is greatly expanding travel and transportation by auto and 
truck. Pipelines and waterways are getting a larger and larger 
volume of business. 

In the air—in miles flown and in goods and number of 
passengers carried—plane traffic is increasing at a rate com- 
parable to the amazing upping of air speed. 

All this represents changes to which the railroads must 
adjust if they are to survive and remain useful. 


RAILROADS AND THE MAKING OF AMERICA 


In the making of modern industrial America, the railroads 
were pioneers. Every major industry owed much of its 
growth to the ability of the railroads to carry the goods. 

Railroads made it possible for cities to become established 
not just on waterways—the earlier principal medium of 
transportation—but at railway junctions like Columbus, Den- 
ver, and Dallas. 

The trek of the covered wagons is celebrated in folklore, 
but states like Illinois, Montana, and Minnesota were settled 
by people who arrived in “immigrant trains,’ people who 
purchased America’s first package deal—transportation from 
Europe via New York plus forty acres and everything at 
an all-inclusive price. 

Almost every feature of our economic and cultural life 
has been influenced by the railroads. Our time zones were 
devised to meet the need for uniform railroad schedules. 
Modern labor organizations find their ancestors in the early 
railroad brotherhoods. Our folklore is full of railroad songs 
and stories. Railroad terms like Main Line, whistle stop, and 
jerkwater town have found their way into everyday speech. 
Generations of Americans have become accustomed to think 
of the rushing trains as symbols of our country’s vigor and 
growth. 





THE RAILROADS TODAY 
Since those earlier days, we have undergone a transporta- 
tion revolution as profound as that which took place a hun- 
seine ; dred years ago when the railroad replaced the stagecoach 
rawings by C. P. Meier t. 
and the paddlewheel steamer. Following World War II, the 
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railroads have seen their share of commercial passenger traf- 
fic decline by more than half. In 1954, for the first time 
in their history, the railroads carried less than 50% of the 
total volume of freight moved in America. 

Although the situation varies from road to road, the finan- 
cial health of the railroads is not what it used to be. This 
financial predicament is characterized by a two-way squeeze: 
rising costs and decreasing business. 

In general, the roads which have suffered the most are 
those with a large volume of short-haul passenger traffic. 
Roads like the Norfolk and Western and the Chesapeake and 
Ohio, the nation’s largest coal-carriers, are in better financial 
shape. So are the Southern Railway and some of the Western 
railroads, which depend on long-haul freight. 


HOW ABOUT THE PASSENGER? 
In the opinion of many railroad executives, passenger ser- 








vice is the millstone around their necks. Despite large-scale 
curtailment of passenger service since World War II, the 
deficit on passenger operations has continued to climb. In 
1957, it reached $723.5 million. The number of passenger 
miles traveled on railways has gone down 56% in the last 
ten years. Since 1946, the railroads have abandoned passen- 
ger service on over 40,000 miles of track. President James 
Symes of the Pennsylvania has said that “. . . if the (present) 
rate of reduction should continue, we would be completely 
out of the passenger business in eleven years.” 

Other railroad men are not yet willing to sound the death 
knell of passenger traffic. But they are practically unanimous 
in damning commuter service, at least in its present form. 
Alfred Perlman, President of the New York Central, has 
indicated that his line may end all its commuter service 
to New York, and abandon Grand Central Terminal alto- 
gether unless help is forthcoming. The Chicago North Shore 
and Milwaukee, which carries some 14,000 commuters daily, 
has filed a petition with the Interstate Commerce Commission 
to drop its commuter trains completely. Steps like these 
would turn more and more people to other means of travel. 

“America,” says one social commentator, “carries on a 
national love affair with the automobile.” In 1957, Americans 
traveled 620 billion miles by car, accounting for 91% of total 
intercity passenger mileage. The remaining 9% is divided 
among railroads, airlines, buses, and ships, with airlines forg- 


ing rapidly into a greater lead. In fact since 1950 the airlines - 


have almost tripled their passenger mileage. 

This revolution in passenger travel has led experts to 
forecast a future in which the passenger train will play only 
a minimal role. Short hauls, they say, will be increasingly 
by bus and private car, while long-haul travel will be mostly 
by air. 

- official of the Interstate Commerce Commission was 
quoted in the fall of 1958 as predicting the eventual “aban- 
donment of all passenger traffic by the railroads.” 


HOW ABOUT FREIGHT? 

Along with predictions that the passenger train will soon 
be as obsolete as the high wheeled bicycle, there is evidence 
that railroad freight service, long the backbone and money- 
maker for the roads, is also having a rough time. 


Freight revenues have always been the major source of 
income for the railways. The hue and cry about declining 
passenger earnings have tended to obscure the fact that 
freight accounts for over 90% of all railroad business. Thus, 
while the railroads may come im time to accept the decline 
of their passenger business, they view the competition for 
freight as a battle for survival. 

As recently as thirty years ago, an estimated 75% of goods, 
not counting coastwise shipping, moved by rail. The railroads 
were the great general purpose carriers, transporting every- 
thing from bathtubs to beef cattle, from iron ore to cellar 
doors, from kerosene to milk and cream. Pipelines and trucks 
together accounted for only some 8% of the total traffic, 
and inland waterways a bare 142%. Great Lakes shipping 
accounted for the rest. 

Today, the railroads carry less than half the total, while 
trucks and pipelines have captured almost 40%. Shipping 
on inland waterways, since the development of Diesel tugs, 
has begun to boom, and the new St. Lawrence Seaway prom- 
ises further competition for the railroads. Clearly, the rail- 
roads, like Alice in Wonderland, must run as fast as they can 
to stay in the same place. 

What has happened to certain important aspects of freight 
transportation in the last three decades is that they have be- 
come specialized. Instead of one way to haul all freight 
there are now several, each able to transport a particular type 
better than any other. Thus, trucks have virtually taken over 
high-value shipments that must be delivered in a hurry. 
Pipelines carry fuels. Tow-barges carry bulk freight, where 
economy and not speed is desired. 

This trend toward specialization almost certainly will con- 
tinue as technological improvement of tramsport services 
increases and the nature of the nation’s transport needs con- 
tinues to evolve. Decentralization and suburbanization of in- 
dustries, for example, will increase the volume of trucking 
business. New developments, such as the coal-conveyor belt 
and the coal carrying pipeline, will offer further competition. 

Nevertheless, the railroads still have a place in the overall 
picture. They remain a useful means of transporting large 
volumes of goods long distances over land. For many things 
they are cheaper than trucks and faster than tow-barges. 

And contrary to some opinion, the railroads have not been 





standing still. They have spent billions since 1945 in modern- 
izing equipment, in replacing steam with Diesel engines, in 
installing automatic switching and classification yards. These 
innovations have enabled them to cut costs and speed up 
operations. 


WHATS WRONG? 

Early in 1958 the Senate Subcommittee on Surface Trans- 
portation held a series of hearings on the problems of the 
railroads. The transcript of these hearings, printed in four 
fat volumes, runs to 2355 pages. Testimony was taken from 
railroad presidents, railroad users, railroad competitors, labor 
unions, and government and private experts. About the only 
thing they agreed on was that the railroads were not in good 
shape. Whose fault this is and what to do about it are mat- 
ters of considerable controversy. 


THE RAILROADS’ SIDE OF THE STORY 

Railroad officials who testified attributed the ills besetting 
their industry to three main causes: over-regulation by state 
and federal agencies; direct or indirect subsidization of com- 
petition; exorbitant taxation. 

Over-regulation—Ever since the Interstate Commerce Act 
of 1887 was passed to correct some of the more flagrant 
abuses of the old-time railroad “robber barons,” the railroads 
have been complaining that they are not allowed to run their 
business as they see fit. 

The Interstate Commerce Commission oversees railroad 
transportation among the states, while each state has its own 
regulatory agency for operations within that state. Any in- 





crease in passenger or freight rates is subject to complaint, 
which may entail hearings before either the ICC or state 
agencies. The railroads protest that overlapping jurisdiction, 
delays in decisions, and a lack of understanding of the rail- 
roads’ problems on the part of the various agencies make it 
impossible for them to conduct their business at a profit. 
They point to the fact that they are forced to maintain un- 
profitable passenger lines, that they are prevented in some 
cases from lowering rates to meet freight competition, that 
rates authorized by the ICC are sometimes disallowed by the 
state agencies. The whole picture, according to the railroads, 
is a morass of conflicting laws and regulations from which 
they cannot escape. 

Subsidization of Competition—The railroads claim that 
competing forms of transport have the advantage of direct 
or indirect government aid, while they must pay their own 
way. They point out that airline terminals are built with 
Federal and state aid, that trucks use highways built by local 
and Federal funds, that the government maintains harbors 
and channels for shipping, but that they, the railroads, not 
only have to build and maintain their own terminals and 
roadbeds but have to pay large taxes on them, too. This, 
they say, gives their competition an advantage that is almost 
impossible to overcome. The railroads also want what they 
regard as fairer, more adequate charges made to users of trans- 
portation via government-financed facilities. Thus railroads 
have criticized the proposed tolls on the St. Lawrence Seaway 
as being too low to cover the costs of construction and main- 
tenance. 

Excessive Taxation—Like almost everyone else, the rail- 
roads say they are overtaxed. Large property taxes which bear 





no relation to actual earnings, they claim, eat up profits. The 
Pennsylvania, for example, is the largest single taxpayer in 
New Jersey, yet does not make enough money in that state 
to pay its taxes. 


The railroads are also asking cities and states to revise their 
assessments on property to bring taxes in line with actual 
value. Many railroads own property, such as terminals, which 
have a high resale value but which are not nearly so valuable 
from the point of view of actual use. New York City has 
taken this suggestion to heart, lowering its assessment on 
New York Central property by some $21 million. 

Commuter lines, in particular, say that local communities 
will have to adjust taxes if the railroad is to continue to serve 
them. 

Featherbedding—One additional objection by the rail- 
roads, on a highly controversial topic, is against union feather- 
bedding. “Featherbedding” is the term used when workers 
are said to draw pay for work that is either unnecessary or 
not done. The roads claim they are forced into inefficiency 
and great expense by arbitrary union work and pay demands. 
The unions reply by saying that the railroads are following 
a policy of “forced unemployment” in order to lay off more 
workers. 

This matter was not brought into the open before the Sen- 
ate committee, although both labor and management say they 
are ready to discuss it in future hearings. 


THE OTHER SIDE 

While agreement is general that the nation’s railroads are 
in trouble, there is a sizeable body of opinion which holds 
that much of it is self-imposed. As might be expected, this 
group included railway labor, competing mediums of trans- 
portation, railroad users (especially commuters), and some 
transportation experts. 

A number of experts were critical of railroad management 
for failure to modernize operations. The railroads rely on 
abandonment as a cure-all, they say, rather than trying to 
make service more attractive and efficient. One area in which 
the railroads could ‘improve their operations—it is felt— 
would be through cutting down on duplications. As an ex- 





ample, the recent consolidation of seventy-five miles of track 
between Binghamton and Gibson, N. Y., is cited, which will 
save the Erie and Lackawanna Railroads an estimated $1 mil- 
lion a year. 

One of the most vocal groups is composed of truckers, air- 
lines people, barge operators, and bus lines. As to regulation, 
some of their spokesmen allege that the railroads have not 
changed their competitive practices from the bad old days 
when the roads attempted to force out competition. 

In regard to alleged subsidization of competition, com- 
petitors of the railroads say this is untrue. In rebuttal they 
indicate taxes on fuel, tires, weight, and various user charges 
that the railroads do not have to pay. They c.aim that special 
taxes more than offset the cost of facilities provided by the 
government. And they remind the railroads that they them- 
selves were long ago given subsidies in the form of land grants 
from the states and Federal government. 

The railroad brotherhoods, concerned primarily with de- 
creased railroad employment, claim that the railroads are the 
victims of their own defeatest philosophy, particularly with 
regard to passenger operation. The railroads have convinced 
themselves, says this opinion, that they should get out of the 
passenger business altogether. In claiming that vigorous and 
progressive management could recapture lost passenger rev- 





enue, critics cite a line such as the Missouri Pacific which, 
instead of dropping passenger trains, is cutting fares and 
improving service. 

Despite adverse criticism, however, Congress agreed that 
some legislative assistance was needed, and in the summer of 
1958 passed a bill to aid the railroads and to revise the Fed- 
eral law on regulation of transportation. 


RAILROAD RELIEF 

The main provisions of the railroad relief bill are: 

(1) In order to provide working capital for financially hard- 
pressed roads, the ICC may guarantee up to $500 million in 
fifteen-year loans for purchase of equipment or for mainte- 
nance. First road to take advantage of this was the New 
Haven, which borrowed $16.5 million to buy sixty new 
locomotives. 

(2) Authority to discontinue an unprofitable train that 
crosses a state line has been taken away from the state and 
given to the ICC. For trains operating wholly in one state 
the state commission still has jurisdiction, but must act on a 
petition within 120 days. 

(3) The ICC can now act “forthwith” on intrastate rate 
changes, instead of waiting for the state authority to act. 
(4) In order to clarify the ICC position on rates, the act 
says that rates for one form of transport “shall not be held 
up to a particular level” to protect a competing form. 

No one imagines that this law is going to solve the rail- 
roads’ problems. It is a stop-gap measure, to forestall bank- 
ruptcy and get some roads over a difficult period. While 
it clarifies the duties of the ICC, and makes dropping train 
service easier, this is not of itself going to bring business 
back to the rails. 


WHAT LIES AHEAD 

One might well ask, why the fuss? 

Why do we need railroads at all? 

After all, the railroad in its day replaced the canal boat 
and the covered wagon. 

One answer is that they still form a very important part 
of our transportation network, with tremendous sums in- 
vested from the start. 

For individuals, since so many are commuters, the railroad 
problem which is apt to catch attention most is that of 
passenger service. Hundreds of thousands of people rely on 


the trains to carry them to and from work. Furthermore, 
commuting by train eases highway traffic, cuts down traffic 
jams, and relieves parking problems in and around congested 
cities. 

For the railroads themselves, the problem of the commuter 
is perhaps the most worrisome. Large numbers of railroad 
cars must be maintained in order to make the short round 
trip daily, and crews are paid a full day’s wages for what may 
amount to only a few hours’ work. 

George Alpert, President of the New Haven, has proposed 
that commuter lines, as a public utility without which large 
numbers of people in and out of cities cannot get along, be 
granted subsidies in return for guaranteed low-cost service, 
and that new lines should be built by a public authority and 
leased to the railroads. In this way the railroads would be 
compensated for the service they cannot continue to render 
by themselves, and the city would be saved from ruinous ex- 
pense in trying to cope with an increasing flow of automo- 
bile traffic. The New Haven’s Old Colony division, serving 
Boston, this year became the first subsidized commuter line, 
through an act passed by the Massachusetts State Legislature. 
Other lines are pressing for similar arrangements. 

The question is frequently asked, why not have commuters 
pay the costs necessary to run the commuter lines at a profit? 
The answer seems to be that increased commuter fares only 
drive more people to use private automobiles or various other 
means of transportation. 

What about Mr. Alpert’s suggestion of subsidized service 
as a possible solution for the commuter situation? 

For the over-all picture: how best can the railroads work 


( their fundamental problem, which means bringing costs 


of operation down and keeping charges in line with those 


of competing rms of transportation? Where and how can 


costs be it without sacrificing adequate and acceptable 


ls can't manage by themselves, should outright 

grants be made? As in Canada, should govern- 

lines as seemingly can’t be conducted at a 

it, ving profitable lines in private hands? Would 

government operation of all railroads be an acceptable alterna- 

tive? Which would be most efficient—government or private 

operation 

The future of America’s railroads depends on our answers 

to questions such as these. 











COMING: Latin America—How About Our Policies There? 
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